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TO TOE STOCKHOLDERS OF 
J. C. PENNEY COMPANY 


March 21, 


'947 


This report for the year ending December 31,1 946, contains the Balance Sheet, 
Statements of Profit and Loss, and Earned Surplus of your Company and the account¬ 
ants’ Report thereon, together with Financial Statements of its wholly-owned sub¬ 
sidiaries. 


S A L E S 


The sales of the Company again reached a new record figure. The total for 
the year was 5670,570,117.03, as compared with 5549,149,147.67 for 1945. The in- 
ciease in dollar sales was $127,420,969.36 and the percentage of increase was 23.20%. 

This sales increase did not result from an increase in the number of stores, as 
the actual stores in operation numbered 1601 on December 31st, one less than at the 
end of 1945. It is interesting to note that in the ten-year period from 1937 through 
1946 the average volume of Penney stores has risen from $182,597.35 10.5422,690.49. 


FINANCIAL POSITION AND INVENTORIES 

Cash on hand and in banks as of December 31st and Government securi¬ 
ties totalled $40,976,590.89. The merchandise inventory at the year end was $136,- 
452.j33.90. The comparable figures for the preceding year were: Cash and Govern¬ 
ment securities $95,741,722.71 and merchandise inventory $75,245,472.07. In previ- 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 



ous annual tepoits we liave noted that during the \ears 1944 and 1945 inventories 
were low, both in relation to the current tate ol sales and to anticipated volume. 
The increased imentory during i())f> was relict ted in the increase in sales volume 
of over '&.127.000.000.00 and was more nearlv nmmal lor the Company's curtent 
volume of business. 




PROFITS AND 1 ) I V 1 1 ) h N 1 ) S 

Net profits lor 1 amounted to 835,491,56;,.95 or $4.31 per share on each 
ol the 8,231,952 shares ol outstanding common stock. The comparable figures in 
1945 were .$17,3(37,825.5(1, or $2.11 per share. 

Dividends paid during the year amounted to $2.70 per share. These included 
two quartet ly dividends of 35 y per share, two of 50c per share and a year-end dividend 
of .$1.00. Alter the pa)ment ol these dividends, $13,2(18,291.95 was added to the sur¬ 
plus account for the development and further giowtli ol our Company's business. 


MKRCH ANDISE IN A TRANSITION PKRIOl) 


The metch.indise situation in 191(1 was influenced by the transition fiom a 
war-time cconoim to peace-time tonditions. Ceitain items that had practically dis¬ 
appeared hom letail counters began to find their was back into stores. F.ven at the 
year end, however, thete was still a shoitageol othet items. A number ol lines showed 
improved quality and gteatet \alue lor the customer. In other lines, t ontiols had been 
so rigid that price advances by the mannfactureis were necessary ;md justified in order 
to secure production. In other woicls, the pattern was neither uniform noi general. 

The petiod ol tiansition is not \et complete, lor that leason the attention ol 
management, particularly dm ing the lattei months ol the year, was directed towaid 
the maintenance ol clean, salable stocks and the piocurement of desirable meichan- 
dise. This, of course, is one ol the most important phases ol 1 emit operation in the 
period ahead. The Penney Company has always opciated on the basis ol a high degree 
of decentralization and of placing a large measure of responsibility in the hands of 
its local store managers. Our experience has proved the fundamental soundness of 
this policy. Since the earnings of Penney managers are ditectly dependent on the 
results obtained in their stoics and since they are in immediate con lac t with consum¬ 
ers, the Company is in an excellent position to sense 1 hanging conditions and to deal 
with them as they develop. 


* 
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NEW OR ADDITIONAL MERCHANDISE LINES 


One of the questions most frequently asked about the Company during the 
past year has been .as to plans for broadening the lines of merchandise carried. The 
Company has usually been described as a gioup of Junior Department stores deal¬ 
ing largely in what people wear and in piece goods and furnishings. As the stores ol 
the Company have grown in size and as larger units have been operated in metro¬ 
politan areas these lines have been broadened. For a period of ten years or more 
experiments have been conducted in housewares departments. A number ol stores 
have such departments, of various sizes, in operation today. We believe they ofFer an 
opportunity for a considerable increase in volume. The present plans of the Com¬ 
pany, moreover, call for no radical developments in the type of merchandise carried. 
Bioadly speaking, the selection of merchandise is controlled by the fundamental poli¬ 
cies on which this business has been built: of selling on a cash-and-carry basis and ol 
avoiding the expense of service departments necessary to the satisfactory sale and 
installation of some items. 


I M P R O V E M K N I S A ,\ 1 ) E X P A N S 1 () N 

Dining the war years there was, necessarily, a check and almost a halt on 
expansion and improvement. This condition has not radically changed. As conditions 
permit, we have plans for the improvement and enlargement of a considerable num¬ 
ber ol our present locations. The modernization program which was interrupted by 
the war will be < juried forward. In the judgment of management, today’s conditions 
do not make loi the favorable negotiation of leases on new locations. The Company, 
however, is fortunate in its ptesent wide coverage of retail centers and we are look¬ 
ing foiward to luither expansion in the number of stores, as well as to the improve¬ 
ment ol existing units. 


N V M B E ROES T O C K. H O L I) F. R S 

During the past year there was a substantial increase in the number ol Penney 
stockholders. In December, 19.15, the total was 20,851. In December, 1946, it was 
24,471. Of this number nearly half, or 11,730. weie women. This is particularly 
interesting because of our type of business and because women generally do so much 
of the shopping for their families. 
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C O M P A N Y P Ii R S ONNE L 


Reference has already been made in this letter to the basic Penney principle 
of giving men responsibility and of rewaiding them on the basis of results produced. 
This was the principle on which Mr. J. C. Penney founded this Company in 1902. 
It has been a constant and determining factor in the development of this business 
and in its progress. We wotdd like to re-emphasize the importance of this basic Com¬ 
pany principle and, at the same time, to express appreciation for the manner in which 
the management staff and the many thousands of other Penney associates—both in the 
stores and in the central and branch offices — have dischaiged their responsibilities. 
Throughout the Company there is, we feel, a spirit or loyalty, of cooperation, and of 
personal interest in the Company that augurs well for the future. 

It is a pleasure and an inspiration to receive continual evidence of this spit it 
in contacts with our associates and in letters Irom customers and stockholders who 
take the time to comment on their experiences in Penney stores and with Penney asso¬ 
ciates. This is particularly reassuring as we in the retail business turn fiom a period 
ol “staidly and demand” to a condition where personal selling efTott and friendly 
set vice to every customer reassumc their vital importance. 



Chairman of the Boa id 


Cf. co. 


«r 


The Annual Meeting of Stockholders will be held on 
April 21st, 1947 . A proxy statement, with a request for 
proxies, will be mailed to stockholders on or about 
March 28 . It will be appreciated if you give your prompt 
attention to the Proxy Statement and Proxy when received. 
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American shoppers 
throng Penney stores 
-by the million! 












J. C. Penney Company 

(A Delaware Corporation) 

BALANCE SHEET #j) 

As of December 31, 1946 

ASSETS 


CuRRiiNT Assists: 

Cash in banks and on hand. $ 40,951,490.89 

U. S. Government securities—at cost. 25,100.00 

Accounts receivable—trade and miscellaneous. 1,351,996.61 

Merchandise (Note) . . 136,452,433.90 

Total Current Assets. 178,781,021.40 


Investments in and Advances to Subsidiary Companies 
(including undistributed surplus)—at amounts as 
shown by subsidiaries’ balance sheets: 


Advances. $ 4,402,500.00 

Capital stock and surplus. 2,269,201.65 6,671,701.65 

.Fixed Assets, at not in excess of cost, less provision 
for depreciation: 

Land. 2,176,057.58 

Buildings.$2,176,663-52 


Less Reserve for depreciation 662,150.79 1,514,512.73 

3,690,570.3! 

Furniture and fixtures, less 

provision for depreciation. 10,945,919.30 

Improvements to leaseholds, less 

amortization. 1,278,271.19 15,914,760.80 

Deferred Charges—Unexpired Insurance Premiums, 

Rent Advances, etc. 602,005.28 

$201,969,489.13 




Note: Inventories are stated at the lower of cost or market determined as follows: 

Merchandise in stores—lower of cost or market determined by the retail method. Stocks in warehouses 
and with manufacturers, including raw materials shipped to manufacturers—cost determined by the first- 
in first-out method and market on the basis of replacement cost. 
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J. C. Penney Company 

(A Delaware Corporation) 

0 BALANCE SHEET 

As of December 31, 1946 

LIABILITIES 


Current Liabilities: 

Accounts payable and accrued liabilities. § 61,579,351.18 

Provision for Federal income taxes. 21,629,421.3d 

Total Current Liabilities. 83,208,772.52 


Reserve for Fire Losses, Etc., and Employees’ Death Benefits. 2,960,264.46 

Common Stock, no par value: 

Authorized, 9,000,000 shares. 

Outstanding, 8,231,952 shares . 34,122,766.67 

Surplus (Earned): 

J. C. Penney Company. $79,458,483.83 

Undistributed surplus of subsidiaries. 2,219,201.65 81,677,685.48 


$201,969,489.13 


ACCOUNTANTS' REPORT 


D. Penney Company ai of December 31,1 

.. have examined or tested account!! 

.c deemed appropuatc. Our examination w 


Oil- J [ 'a l i'cnn‘"y U ConiU -, - - 
jtiuunimg principles applied or 

New YorL, N. 
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J. C. Penney Company 

STATEMENT OF PROFIT AND LOSS 

For the Year ended December 31, 1946 




(Including profits of subsidiaries) 


Sales . 

Cost of Merchandise Sold, and Selling and General 
Expenses (exclusive of items specifically set 


forth below). $609,570,512.86 

Maintenance and Repairs. 1,700,874.32 

Depreciation and Amortization. 1,702,184.65 

Taxes, other than Income Taxes. 4,582,766.50 

Company Contributions to Retirement Plans. . . . 3,354,675.88 


$676,570,117.03 


620,911,014.21 

55,659,102.82 


Discount on Purchases, Interest Received and 


Miscellaneous Income (net). 1,774,903.91 

Profit before Provision 

for Income Taxes. 57,434,006.73 


Provision for Income Taxes: 

Federal normal income tax and surtax. 21,625,000.00 

Other income taxes. 685,000.00 22,310,000.00 

35,124,006.73 

Add 1946 Profits of Subsidiaries. 370,558.62 

Transferred to Surplus. $ 35,494,565.35 

Note: 

Common stock outstanding at end ot year.Shares 8,231,952 

Earnings per share of common stock. $4.31 



STATEMENT OF EARNED SURPLUS 


Surplus at December 31, 1945. $ 68,409,390.53 

Net Income for 1946. 35,494,565.35 

103,903,955.88 

Cash Dividends on Common Stock. 22,226,270.40 

Surplus at December 31,1946 . $ 81,677,685.48 
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Alabama_Sell! 12 

Arizona_EH® 18 

Arkansas_He!® 18 
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Delaware_5 2 
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Illinois_EH HE EH EH EH 49 
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Iowa_EH EH EH EH EH EH® 68 

Kansas_EHEHEHEHEHEHEHEE 77 

Kentucky_EH EH 21 

Louisiana_EH 11 

Maine_EH 9 

Maryland_H 5 

Massachusetts. EH 10 
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Minnesota_EH EH EH EH EH EH E 63 

Mississippi_EH EH 19 

Missouri_EHEHEHEHEH 49 

Montana_EH EH EH H 36 

Nebraska_SB EH EH EH EH 51 

Nevada_ED 7 

New Hampshire E 3 

New Jersey_H4 

New Mexico_EH® 17 

New York_EHEHEH532 

North Carolina^ EH EH EH 31 

North Dakota_EH EH EH E 33 

Ohio_ |Bi5|EMlFi5|Hi4i»i«IPH 61 

Oklahoma_EH EH EH sus. 49 

Oregon_EH EH EH Jia|42_ 

Pennsylvania— HE •>»■. 58 

Rhode Island— ‘ i 

South Carolina. HE’* 13 __ 

South Dakota—27 
Tennessee_EHEH21 

Texas_■!* ■i* EH =H EH EHEHEHEHEH® 119 

Utah_EH EH EH 30 

Vermont_EI5 

Virginia_EHE13 

Washington_EH EHEH Hi»l failEH 61 

West Virginia—EHE12 

Wisconsin_EH EH EH EH EH Ei 54 

Wyoming_ jie EH E 22 __ 
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J. C. PENNEY COMPANY 

A DEL A \V ARE CORPORATION 


OFFICERS 


J. C. PENNEY 

ii«m Chan man of llic I 

E. C. SAMS 


A. W. HUGHES 
President 

\\\ A. REYNOLDS 
executive Vice-Piesuient 

F. W. BINZEN 
2nd Vice-President 


G. E. MACK 
A. J. RASKOPF 
R. C. WEIDERMAN 

Comptroller 


DIRECTORS 


J. C. PENNEA. Honvitm Chairman 
E. C. SAMS, c Mahman 


J. I. H. HERBERT E. 

G. H. BUSHNELL A. 

L. W. HYER F. 

W. A. REYNOLDS F. 


J. F. BROWN 


A. ROSS 
W. HUGHES 
W. BINZEN 
\. BANTZ 
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